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REPORT OF THE DIRECTORS 


To the shareholders: 


During the year under review, your company was re-activated 
under new management, raised capital of $215,000.00 by an issue of 
300,000 shares of the capital stock of the company and had its shares 
admitted for listing on the Canadian Stock Exchange. 


Since that time, the company's main areas of activity have 
been in the exploration and development of oil and natural gas prop- 
erties, although participation in a mining project has also been under- 
taken. 


As previously reported to the shareholders, the company's 
properties include:- 


Saskatchewan — Greenan Area. 


Interests varying from 50% to 100% in 144 sections of land 
(44 sections having been acquired since the date of the financial 
statements,) and a 25% interest in one section. Six producing gas 
wells have been drilled on these properties. Total recoverable 
proven reserves on the basis of work completed to date are as stated 
by the contract for the sale of the gas to Saskatchewan Power Corp- 
oration, deemed to be thirty billion cubic feet. 


Further interests in the area are being negotiated. 
B. C. Mining Claims 


In the area of mining exploration, your company acquired a 
50% interest in 127 mining claims in the Kelowna Mining District in 
the Vernon Mining Division of British Columbia. 


Initial magnometer work outlined an anomaly with a length 
of 4,500 feet and a width of 1,500 feet. A vertical drill hole 
encountered iron mineralization extending over 158 feet and returning 
assays of 18.95% iron and 1.5% titanium. As a result of gravity meter 
and further magnometer surveying, further drilling in the area will be 
undertaken in the near future. 
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The 28 Crown Grant gold mining claims are being kept in good 
standing although no further work is planned at present. The value 
of the claims has been written down by $231,691.00. 


Alberta - Alliance Area 


Your company acquired a 100% interest in two producing oil wells 
and one water disposal well in the Alliance Blairmore pool in east central 
Alberta and, also acquired 100Z interest in two further quarter sections of 
land in the same area. 


Earlier governmental surveys estimated the oil-in-place to be 
3,700.000 STB (stock tank barrels) and, prior to the acquisition of the 
property by Williams Creek, production from the property totalled 98,334 
barrels of oil. In order to maximize oil recovery, it was decided to inject 
water into the reservoir. Permission for the implementation of this enhanced 
recovery project has been granted by the Alberta Conservation Board. Although 
the field has been cleaned up and some water injection equipment installed, a 
shortage of working capital has prevented us from proceeding with the enhanced 
recovery project up to this time. 


Engineering estimates of oil recoverable vary from a low of 661,000 
barrels to a high of 899,000 barrels, based on recovery factors varying from 
18% to 262. 


Montana 


Your company acquired, at a cost of $6,000 a 1232 interest. in 1176.45 
acres of leases in lands known as North Kevin Prospect Toole County, Montana and 
in two exploratory oil wells. In addition, your company's interest extends to an 
interest under a farmout agreement in respect of the lands in Section 7 - 35N - 2W 
and Sections 12 - 35N -— 3W, in the same general area. 


No oil was discovered in the wells drilled. The Company's interest is 
being retained for possible future development. 


Senlac, Saskatchewan 
Your company acquired from Ballinderry Explorations Ltd. 33-1/32% 


interest in one section of land in the Senlac area of Saskatchewan. No oil was 
discovered in the one well drilled on the property. 


Sales Contracts 


a) Your company has contracted to sell, and is presently selling, 
all the oil production from its properties in the Alliance area 
of Alberta. Until such time as the production can be increased 
by the implementation of the water flood, little better than a 
break-even situation can be expected. 


However, with the necessary additional work, it is estimated 

that oil recovery will amount to 35,000 barrels per year. The 
present selling price is $2.463 per barrel delivered at Hardisty, 
Alberta. 


b) Since January 3lst, 1971, your company has finalized two contracts 
for the sale of gas at an average rate of 6,000,000 cubic feet per 
day over a twenty-five year period on a "take-or-pay" basis. 


Delivery of gas will commence on September 15th, 1971. The price 
per M.C.F. (thousand cubic feet) is 163¢ from the date of first 
delivery to October lst, 1972, escalating thereafter at a rate of 
Ee per M.C.F. per annum to a maximum of 223¢. 


(2) Assignment of the above contract to Inelco Industries Ltd., of 
Calgary. 


Under the contract Inelco undertakes to operate and maintain a gas 
gathering pipeline system and dehydration and compression facilities and has 
agreed to deliver gas pursuant to the S.P.C.contract, All amounts payable under 
the contract between your company and Saskatchewan Power Corporation will become 
payable to Inelco Industries Ltd. Inelco shall be entitled to deduct from the 
earnings thus received 4.5¢ for each M.C.F. of gas paid for by S.P.C. of which 
(1) 3.5¢ shall be retained by Inelco as compensation for transmitting, dehydrating 
and compressing each M.C.F. of your company's gas and 
(2) the remaining 1¢ shall be credited toward sayment of capital cost of construction 
of Inelco"s pipeline facilities. 


Holdback 


A further 2¢ per M.C.F. will be placed in an interest bearing trust 
account at a chartered bank in Canada on such terms as Inelco and your company 
shall agree. Your company and Inelco have agreed to jointly administer the said 
trust account. Any interest or profits realized on the trust account shall accrue 
for the benefit of your company. 


Identical contracts have been entered into between Jagor Resources Ltd., 
an Alberta company with gas producing properties in the same area as your company, 
with both S.P.C. and Ineleo Industries Ltd. 


The pipeline facilities, to be constructed by Inelco at a cost of 
$180,000.00 will be credited with the following amounts: 
(a) 1¢ perM.C.F.delivered through the pipeline facilities by Inelco; 
(b) 2¢ per M.C.F. deposited in the trust account in respect of payments by your 
company and: 
(c) 2¢ per M.C.F. deposited in a trust account in respect of payments made to 
Jagor Resources Ltd. 


When the total of the foregoing reaches $180,000.00 which, on the basis 
that only minimum contractual terms regarding deliverability are met, should be 
in less than 13 years, the 2¢ deductions will cease. At that time $60,000.00 
will have been deposited in each of the Trust accounts of Jagor and your company 
and a similar amount will have been credited to the pipeline account by Inelco. 


At the end of a three year period, the difference between the cost of 
the pipeline facilities ($180,000.00) and the amount credited to this account by 
applying a le per M.C.F. (which under "minimum take" conditions should amount to 
$131,400.00) - i.e. $48,600 would become payable to Inelco by Jagor and your 
company out of the holdback funds. 


It is expected, however, that the total production in the first three 
years will be higher than the minimum required under the contract, and that no 
amounts will become payable to Inelco. 


Contracts entered into after year-end. 


Bowfort Petroleum Ltd. 


Your company acquired at a cost of $35,000 all of the issued share 
capital of the above company. The consideration is to be satisfied by the issue 
of 43,750 fully paid and non assessable shares in the capital stock of your company 
valued for this purpose at 80 cents per share. 


The assets of Bowtort consist of the following: 
1. 3% overriding royalty on 2,240 acres of petroleum and natural leases in 
Saskatchewan. These leases are in Sections 10, 11, 12 and 13 of Township 40, 


Range 26, W3, which is a large reserve heavy oil field. 


2. a 25% working interest in 240 acres of proven gas reserves in Saskatchewan and 
an undetermined interest in the remainder of sections 29 - 16 - 18 - W3. 
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3. a 10% carried interest until the first well has been drilled and a 10% 
working interest thereafter in 1,400,000 acres in New Zealand. Two 
Hundred Thousand acres are located on shore on the NorthIsland of the 
East Coast of what is known as the Waikato basin. One Million Two Hundred 
Thousand acres are off shore of South Island of the West coast. 


Active oil exploration is under way in proximity to both of these areas. 
Farmout Agreement Re. Drilling Reservation #234, Flatrock Region, B. C. 


A Farmout agreement has been entered into subject to the consent of 
the regulatory bodies whereby your company agreed to acquire a 50% working interest 
(after recovery of drilling costs etc.) in the above mentioned lands, comprising 12 
sections, at a cost of $28,934.80. Your company has undertaken to drill a test well 
on the property, such drilling to commence prior to August 7th, 1971. 


A successful oil well has been drilled in the area by another oil company, 
and independant geological reports indicate that prospects for completion of a 
successful well at the proposed drilling location are favorable. 


However, in view of the insufficiency of working capital, your company, 
proposed to grant sub-farmouts in respect of a substantial portion of its own 
interest in the property. Negotiations to this end are now in progress. 


Financial Position 


As will be seen from the Balance Sheet, there was a deficiency of 
working capital at January 31, 1971. Since your company has not had any SINCOME Froar 
its properties and since no further capital has been raised since that date, 
the working capital position has further deteriorated as at the date of this 
Eepore. 


However, a bank loan of $200,000.00 has been negotiated. This loan 
will be secured on the companys gas properties, and final documentation and 
registration of charges required under Section 82 of the Bank Act is now being 
completed. This loan will permit the company to pay its liabilities, provide 
sufficient funds to bring the Greenan gas property into production and allow for 
the initiation of the water flood program in the Alliance oil field. 


It is clear, however, that additional financing will be required to meet 
expenses and finance contracts which are required to be completed by the company 
before the expected cash flow from the Company's gas sales are received. Equity 
financing is, in the opinion of your directors, not feasible at the present time 
in view of what they consider to be the wide disparity between the prices at which 
such shares could be sold on the market and their real value. It is thought, there- 
fore, that secondary financing will be sought if only on a temporary basis. 


Prospects 


Your company enjoys the advantages of having both proven producing 
properties, or properties about to go on production, and excellent prospects 
for bringing some of its as yet unproven properties into production. It thus 
provides the elements of security and stability on the one hand and the element 
of speculation on the other. 


I wish to extend my thanks to the Directors and Officers of your 
Company for their efforts in bringing the Company into the position of being 
a most promising junior stock. 
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On) Behalik of the Board. 
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President. 
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AUDITORS ' REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Williams 
Creek Gold Quartz Mining Co. Limited and subsidiary company as at 
January 31, 1971 and the consolidated statements of earnings and deficit 
and source and use of working capital for the year then ended. Our 
examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion these consolidated financial statements pre- 
sent fairly the financial position of the companies as at January 31, 
1971 and the results of their operations and the source and use of their 
working capital for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 
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CHARTERED ACCOUNTANTS 


CURRENT ASSETS 


Cash 
Accounts receivable 
Marketable securities 


PROPERTY AND EQUIPMENT - at cost (notes 1 and 2) 


Oil and gas properties and equipment 


Mineral properties 
Furniture and fixtures 


Accumulated depreciation and depletion 


OTHER ASSETS 


Drilling deposits 
Incorporation costs 


SIGNED ON BEHALF OF THE BOARD 
Riek 
1 v | 

| mane Director 


Director 
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WILLIAMS CREEK GOLD QUARTZ MINING CO. LIMITED 
AND SUBSIDIARY COMPANY 


CONSOLIDATED STATEMENT OF EARNINGS AND DEFICIT 


FOR THE YEAR ENDED JANUARY 31, 1971 


INCOME 


Oil sales 
Gain on sale of securities 
Dividends and interest 


PRODUCTION EXPENSES 


Depreciation and depletion 
Well operation 
Royalties 


ADMINISTRATIVE EXPENSES 


Rent and secretarial 

Legal and audit 

Telephone 

Travel 

Promotion 

Salaries and employee benefits 
Office 

Management fees 

Registrar and listing fees 


LOSS BEFORE EXTRAORDINARY ITEMS 


EXTRAORDINARY ITEMS (note 2) 


Reduction in carrying value of mineral properties 
Deferred development costs written off 

LOSS FOR THE YEAR AND DEFICIT 

LOSS PER SHARE BEFORE EXTRAORDINARY ITEMS (note 5) 


LOSS PER SHARE (note 5) 
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WILLIAMS CREEK GOLD QUARTZ MINING CO. LIMITED 


AND SUBSIDIARY COMPANY 


CONSOLIDATED STATEMENT OF SOURCE AND USE OF WORKING CAPITAL 


FOR THE YEAR ENDED JANUARY 31, 


SOURCE OF WORKING CAPITAL 


Share capital issued 
Less: Discounts allowed 


USE OF WORKING CAPITAL 


Loss for the year 
Items not affecting working capital - 
Depreciation and depletion 
Reduction in carrying value of mineral 
properties 
Deferred development costs written off 


Required for operations 


Additions to property and equipment 
Acquisition of other assets 


DECREASE IN WORKING CAPITAL 
WORKING CAPITAL - BEGINNING OF YEAR 


WORKING CAPITAL (DEFICIENCY)- END OF YEAR 
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WILLIAMS CREEK GOLD QUARTZ MINING CO. LIMITED 
AND SUBSIDIARY COMPANY 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


FOR THE YEAR ENDED JANUARY 312, 1971 


1. ACCOUNTING PRACTICES 


The company follows the "full cost" method of accounting and capitalizes 
all costs of exploring for and developing its oil and gas reserves and 
mineral properties. Such costs include lease acquisition costs, geologi- 
cal and geophysical expenses, carrying charges of non-producing properties, 
costs of drilling and overhead expense related to the exploration activi- 
ties of the company. These costs are amortized using the composite-unit- 
of-production method of depreciation and depletion on oil and gas proper- 
ties. Under this method total cost is provided for over the useful lives 
of the properties based on the production of estimated unrecovered reserves. 


2. PROPERTY AND EQUIPMENT 


The carrying value of mineral properties and equipment has been reduced to 
the estimated realizable value and deferred expenditures have been written 


off by extraordinary charges against income of $150,000 and $81,691 
respectively. 


3. CAPITAL STOCK 


a) 300,000 shares were issued during the year for a cash consideration 
of 6215,000. 


b) On February 18, 1971, the company granted a stock option whereby 
certain employees and directors of the company might acquire 
up to 75,000 shares of capital stock of the company at 55¢ per 
share. Subject to approval by the appropriate regulatory 
agencies, the stock options shall be exercisable in whole or 
in part at any time and from time to time during a period of 
three years from February 18, 1971. 


4. INCOME TAXES 
Under the provisions of the Income Tax Act, the company may deduct drilling 
and exploration expenses from current income. Any excess of such ex- 
penses in any year may be carried forward to apply against future income. 
At January 31, 1971, accumulated drilling and exploration expenses aggre- 


gating approximately $295,000 were carried forward for use in computing 
taxable income in future years. 
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WILLIAMS CREEK GOLD QUARTZ MINING CO. LIMITED 
AND SUBSIDIARY COMPANY 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


FOR THE YEAR ENDED JANUARY 31, 1971 


5. LOSS PER SHARE 


Loss per share before extraordinary items and loss per share were 
calculated using the weighted monthly average number of shares 
outstanding. 


6. SUBSEQUENT EVENTS 


The company entered into an agreement on March 2, 1971, to purchase all 
the issued and outstanding shares of Bowfort Petroleum Ltd. from the 
beneficial owner. This agreement is subject to the approval of the 
regulatory agencies. 


The total purchase price of $35,000 is payable by the issue of 43,750 
shares of the capital stock of Williams Creek Gold Quartz Mining Co. 
Limited. Pursuant to the agreement, 43,750 shares of Williams Creek 
Gold Quartz Mining Co. Limited were allotted to the shareholder of 
Bowfort Petroleum Ltd. to be held in escrow and are to be released, 
5,000 on April 2, 1971 and 5,000 each month thereafter. To May 6, 
1971, none of these shares have been issued. 
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